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H. C. Taylor, 
Office of Farm Management and Farm Economics. 

The present situation, relative to the prices of farm products, is 
recognized by all thoughtful people as discouraging, and in some in- 
stances disastrous. In the first instance the farmer is bound to suffer 
and in the end all who produce for the thirty-five million farm folk 
are bound to feel the effect of the farm's declining purchasing power. 

It does not appear that the present agricultural situation is entirely 
without precedent. One hundred years ago England was an agricul- 
tural country, and her farmers produced nearly all the products con- 
sumed in the country. The Napoleonic Wars, 1793-1815, were for 
British land owners and farmers a time of great prosperity. Rents 
increased greatly ; men of intelligence, enterprise and money were at- 
tracted to the land ; long leases were made ; land rose in value and was 
eagerly bought at high prices by farmers. The speculator and land 
jobber also came into the market. But the twenty years that followed 
the end of the war were a period of hardships to the land owners and 
farmers. The high rents and long leases became very burdensome to 
renters, and the promise of " Peace and Plenty " proved a delusion so 
far as the farmer was concerned. 

The same wars affected the agriculture of this country. They 
caused a great demand for our agricultural products. Prices rose in 
1793-94 and remained high for the most of the time until after the 
close of our war with England, 1812-1815. In fact prices remained 

1 Paper read at the eleventh annual meeting of the American Farm Economic 
Association, December. 1920. 
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high until in 1817. A panic followed, prices fell very rapidly and 
reached a very low point. In a memorial to Congress the farmers of 
Virginia said : 

War is an unnatural and calamitous state; its evils must be felt sooner or 
later, and not less severely by being deferred. The transition from war to 
peace was sudden, and found us, like the rest of the world, unprepared. But we 
can bear bravely the penalty of our own improvidence, convinced that our 
disasters will be but temporary, and recollecting that they were preceded by 
twenty years of almost uninterrupted prosperity. 

Our farmers had the same round of experiences in the time of the 
Civil War and after. Someone writing in 1864 points out that 

There must be something radically wrong with the farmer that does not free 
himself from debt. Never in the lifetime of the present generation will such 
another opportunity present itself. 

A land boom followed. In Orleans County, New York, it was said 
that farms changed hands at higher prices than had ever before been 
paid for similar farms. The Country Gentleman, 1865-66, contained 
many notices of farms in New York sold at high prices. In February 
of 1866 the Prairie Farmer stated the outlook as follows : 

Now that the war is over, and thousands who have returned, must depend 
upon their own exertions for their support, the case would seem somewhat 
changed. Farm products, the first to feel a change have greatly depreciated 
in value, and it is entirely beyond the power of the farmer to pay the wages 
that have recently been obtained. The long and short of it is : the proprietor 
finds himself obliged to figure pretty closely if he is to make ends meet, in 
this year, 1866. 

Thus, history teaches Us that wars inevitably cause inflation of 
prices. The prices of farm products rose to high points during the 
late war and after the war. The high prices were in part owing to 
inflation of our currency and in part to the relatively high demand 
for all commodities. The prices of farm products were above the 
average of all prices most of the time because of the great war de- 
mand for food and clothing. This was especially marked through 
1917 and 1918. The regular currents of trade were disturbed and 
the United States happened to be in an advantageous position for 
marketing her products in Europe. Russia, which, under normal con- 
ditions, supplies Europe and other countries great quantities of wheat, 
has been out of the market. Owing to scarcity of shipping, agricul- 
tural products did not move freely from Australia and New Zealand 
to Europe, and supplies accumulated during the war to be shipped 
when shipping became available for carrying freight. 
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Prices dropped slightly after the Armistice was signed, but within 
a few months turned upwards again, reaching the highest point in 
May, 1920. From the end of the war to May, 1920, the index number 
of farm prices for farm crops remained relatively higher than the 
index number of all prices, but the average level of farm prices for 
live stock products dropped below the general price level in the 
autumn of 1919 and pulled down the average price level for all farm 
products. The break in the prices of the staple crops, such as wheat 
and cotton and corn, has been none the less severe because of its later 
arrival. 

Sheep and wool prices increased rapidly during the war and sheep 
growers are suffering because of the entire collapse of the wool market. 
The cotton farmer, the corn farmer, and the wheat farmer have alt 
suffered greatly. The wheat farmers who threshed early in the sum- 
mer of 1920 and sold at once have not suffered. The corn farmer 
still may hope to realize on his corn something more than the marker 
price by feeding it, but the cotton farmer has but one outlet for the 
American surplus, and that is Europe, where the purchasing power 
is much reduced. 

In the main, the sudden collapse of the market for farm products 
can be said to be due to under consumption rather than over produc- 
tion. The great system of international exchange, which was based 
upon exchange of products before the war, and upon credit during 
the war, must get back upon a production basis. Without some credit 
system to carry a part of the load while Europe is getting her produc- 
tion under way it is likely that much of the international commerce of 
the world will collapse and have to be rebuilt through decades of 
laborious readjustment before the demand of foreign countries for 
our products will return to its old normal. In the meantime, Amer- 
ican farmers may have to consider more and more depending upon 
the "home market." 

Not only has the farmer's market collapsed with the withdrawal of 
credit in the period of reconstruction but his costs of operation and 
of living still remain relatively high. Many of the things which 
farmers buy have not been reduced in price, or at least not in the same 
proportion as the prices of their products. The question, therefore, 
arises, " What can the farmers do to meet this situation ? " 

The first thing which suggests itself to the farmer is the curtail- 
ment of expenses in every feasible way, even if this means a consid- 
erable slowing up in production. To the extent that the farmer has 
land, equipment, and labor of his own, he finds no motive for slowing 
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up his production but rather looks to a maximum profit in operation. 
But to the extent that labor is to be hired, new machinery and other 
equipment purchased, or land rented for a fixed rental, the reduction 
of cash outlay to the minimum to avoid production costs which will 
exceed selling prices is sure to result in the slowing up of agricultural 
production. 

If the prices of farm machinery were to drop to the pre-war level, 
by the time the farmer needs machines for the next crop this occasion 
of slowing up would be removed, but in the absence of this reduction 
every farmer will find it to his interest to give special attention this 
winter to repairing old machinery. In many cases the dealers may 
not have the repairs, but machinery manufacturers are now urging 
the buying of repairs during the slack period of the winter. Hearty 
cooperation on the part of dealers in this should be expected, although 
the price of repairs will need to decline appreciably, before they will 
correspond in price with what the farmers have to sell. In the 
matter of prices of new machinery certain manufacturers seem full 
of confidence that the prices will not come down in the near future. 
A publication which purports to represent the machinery manu- 
facturers' interest scouts the idea that manufacturers should be ex- 
pected to take a loss because of the readjustment. It is claimed that 
forces over which they have no control are keeping up their manu- 
facturing costs. This is, in a measure, true of the farmers' costs but 
the farmer has not found that he could, for this reason, keep his 
prices up. Either the machinery manufacturers must absorb some 
of the loss due to deflation or the farmers will have all the more to 
carry if they continue to buy machinery. 

The policy of making repairs can be carried out successfully with 
small expense by the farmer who knows how to make repairs. The 
farmer who has less skill and judgment in repairing machinery 
should first call in his neighbor to help him, resorting to the high 
priced city machinist for a minimum of repairs. 

My attention was once called to a grain binder which had been run 
for nine years and had cut about 200 acres of grain and timothy each 
year. It was in bad condition and the owner was ready to take $25 
for it in trade for a new one when the boy on the farm said " Let me 
try to fix it." "Go ahead," was the father's reply, "but before you 
spend the price of a new machine for repairs let me know what you 
are doing." The boy went to work. He found several parts in the 
binder badly worn. Not wanting to ask his father to buy these parts 
new he went to a farmer three miles away who had discarded a binder 
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of the same make and asked to see the old machine. Upon inspection 
he found the parts which he needed were in good condition. For a 
small sum he bought the old binder, which the farmer looked upon 
as junk, took it home and found in it every repair needed for putting 
his father's binder in good order. At the end of two days the old 
machine had been put in excellent repair so that it not only went 
safely through the harvest of that year but was counted a good ma- 
chine three years later. 

Last September a young farmer in southern Wisconsin pulled the 
corn binder out of the shed and placed it under a shade tree near the 
road to look it over and make repairs. He was the new tenant on the 
farm and had received the corn binder from the previous tenant at a 
very small figure. He had scarcely commenced looking the machine 
over when a passing neighbor stopped to tell him that the corn binder 
was worse than junk, that parts of it were scattered all over the farm 
and that no one could cut corn with it. The young farmer happened 
to be of the right sort and simply jollied back, replying that he liked 
junk — that any one could cut corn with a good machine but he was 
in the game to show them how well a piece of junk will work in good 
hands. About $7 worth of chains and sprockets were purchased. 
One large sprocket was broken and could not be replaced, so he took 
it to town and had it acetylene-welded. This all took about three 
days' time when no other work was pressing. The machine cut all his 
corn, was used to help cut the neighbor's crop, helped to give the 
young man a standing in the community and is looked upon by the 
owner and by the neighborhood as a good machine. 

The rapid fall in the price of farm products will doubtless lead 
many farmers to take a third thought before responding to the strong 
advertising campaign for changing from horse to mechanical power 
on the farm. Horses and horse feed are cheap. Power machinery, 
fuel oil, lubricating oil and repairs will need to be reduced very ma- 
terially before they can again compete on the same basis they did a 
year ago. Last summer a tractor salesman offered to sell a light 
tractor for six hundred bushels of corn, when corn was worth $1.75 a 
bushel. When he returned recently to make further efforts to close 
a deal, the farmer told him he would give him six hundred bushels of 
corn for the tractor but he would not give him anything in cash. The 
tractor agent could not realize over $300 for the corn at the later date 
though at the earlier date it was worth more than $1000. This illus- 
trates how the purchasing power of farm products has fallen and will 
impress upon the farmer the desirability of producing his own power 
until the price of mechanical power is greatly reduced. 
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It is entirely probable that the farm wage question will adjust itself 
by spring. The lack of employment in the cities at the present time 
will probably result in the wage scale for farm labor dropping back 
to the pre-war level before many of the contracts are made for the 
season of 192 1. Where this does not come easily, some system of 
sliding scale wages, based upon the price of the staple products of the 
farm, would seem to be a means of arriving at a just wage for labor. 
For example, if the wages of a dairy hand were $30 and his board 
before the war, where the average price of milk for the year was 
$1.50 per hundred, and if the wages of this same hand went to $60 
and board when milk averaged $3.00 at the farm, the rate for the 
coming year should bear the same ratio to the price of milk that it 
did at these previous dates. This would mean that the farmer would 
contract to pay per month 20 times the average price of milk per 
hundred, in addition to board. If milk averages $2.00 per hundred 
pounds, this will mean a cash wage of $40 per month. 

Another adjustment which may come too slowly, is that of the 
amount of cash rent paid for the use of land. There are men in the 
Corn Belt who have contracted to pay as high as $18 per acre cash 
rent for farms. They simply cannot continue to operate and pay this 
rent out of the proceeds of the farm at present prices. Under the 
lien system the landlord can take the whole crop and all of the ten- 
ant's equipment, but that does not help even the landlord's situation, 
for a tenant is needed next year. The solution of this situation is to 
contract to pay a fixed number of bushels of specific kinds of grain 
as rent, or change the lease to a share-rent basis. In either case the 
result is to let the land owner share the risk of falling prices and 
benefit from a rise in prices — if such a thing can be mentioned seri- 
ously at this time when hope stands on one leg, because, while the 
desire is strong, expectation is lacking. 

The farmer who is worst hit is the one who bought a farm during 
the past year and contracted to pay a price based upon the war prices 
of products. In many instances tenant farmers have been eager to 
purchase land and have paid down but a few thousand dollars on a 
farm and contracted to pay from thirty to fifty thousand dollars with 
interest within the next ten years. In many cases the interest and 
taxes will be far more than the farmer can pay from the farm earn- 
ings. The result is inevitable. The farm may suffer but little, but 
the more important asset of the nation, the farmer and his family, is 
in danger of financial ruin just at the end of what looked like a period 
of prosperity. This will give an unfortunate back-set to landowner- 
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ship on the part of farmers and aggravate an already serious tenant 
problem. 

Thus far the discussion has been confined to the problems of farm 
operators as they relate to the production for the market. Another 
method of curtailing expenses is to produce more for home consump- 
tion in order to reduce so far as practicable the cash outlay for food. 
The orchard, the garden, the poultry yard and the feed lot can be 
made to produce many good things to eat for which we have in recent 
years substituted purohased foods. Many farmers now see the wis- 
dom of returning to the production of more home supplies, even if 
this does mean smaller quantities of products for the market. 

In order that the retrenchments necessitated by the fall in prices 
of farm products may not result in a backward turn in the improve- 
ment of the standard of living in the country, new emphasis should 
be laid not only upon the production of fruit, vegetables and meats 
for home consumption, but also upon the desirability at this time of 
giving more than usual attention to improving the lawn, and planting 
flowers and shrubs and trees which will beautify the home surround- 
ings and add greatly to the joy of living without demanding any ap- 
preciable outlay in money. With high priced staples demanding at- 
tention, it has been easy to neglect these simple means of deriving 
direct satisfaction, and in making the drive for food with which to 
win the war — and, incidentally, the cash income which seemed to be 
coming so freely, — we have been prone to forget that the environment 
of the farm home has a value of its own. Witih lower prices the 
farmer and his family will find it especially worth while to give more 
thought to these direct satisfactions and less to those forms of satis- 
faction for which a cash outlay must be made. 

Another line of activity which should receive increased attention is 
the improvement of the social life of the community. It may be that 
in recent years many have spent more money than of old in driving 
considerable distances to enjoy the attractions of the city. This prac- 
tice tends to discourage the local community life. Now is the time 
to revive social activities of the neighborhood and develop in the 
farmers' club the forms of entertainment which are wholesome. 
While these activities require considerable work on the part of the 
leaders and some effort and time on the part of every one, they yield 
a large measure of satisfaction with a small outlay of money. 

The means thus far suggested for meeting the present situation 
point toward things the farmer may do on the farm and in the home. 
This is a day of collective action or cooperation on the part of farm- 
ers, and it is not to be expected that a bad marketing situation is to 
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be faced without action on the part of farmers. Cooperation among 
farmers has usually had its start in some difficulty or another in the 
marketing of their products. How effective cooperation will be in 
solving the present problem depends on whether the difficulty lies in 
the earlier stages of the marketing process or in the lack of purchas- 
ing power on the part of would-be consumers. There is doubtless 
chance for the improvement and the cheapening of the marketing 
process which will in some measure relieve the situation. Even in 
this matter, which has always received hearty approval in normal 
times, farmers should now move with caution. Warehouses are 
now expensive to build and will doubtless depreciate rapidly as de- 
flation goes on. It is much easier to make dividends on a rising than 
on a falling market. With due caution, however, this is an opportune 
time for the promotion of cooperation. 

Thus far the subject of readjustment has been discussed from the 
standpoint of the farmer looking out for his own interest. It is 
obvious, I believe, that the conservative policy which has been indi- 
cated will temporarily serve the best interest of the farmer on the 
condition that the prices of his products remain low and there is not 
immediately a corresponding fall in the prices of things other than 
farm products. 

It must be clear that if farmers take this logical step and slow up 
their buying upon the market the result will be to slow up other in- 
dustries, and the trade in all forms of products. When the subject 
is viewed from the national point of view it seems unfortunate that 
farmers may be forced to retrench in order to meet the emergency. 
It would seem that there should be some other way out. If there 
were some way of bringing the prices of all forms of products down 
together, or some way of keeping the prices of all products at a 
proper ratio whether they go up or down, the result would be whole- 
some in that our whole national economy might then go ahead with 
but slight readjustment on the condition of course that our foreign 
markets absorb our surpluses as they have in the past. 

One of two things is all but sure to happen in the near future. 
Either an association or league of nations will form the basis of a 
world economy of which we are a part, or else the United States will 
find it desirable to embrace a policy of national economy which will 
involve the giving of less thought to foreign trade and more attention 
to the production for ourselves of all the necessities of life and of 
warfare. Whether the world conditions are such as to facilitate a 
world economy or to necessitate a national economy, the American 
farmer is now in a state of mind to demand protection in the home 
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market for his products. If we are now to enter upon a period of 
agricultural protection similar to that in England known as the " Corn 
Laws " following the Napoleonic Wars, we should study with care 
the English experience. 

Never has there been a time when the right solution of farm eco- 
nomic questions was more important than today. The problems of 
farm organization, land tenure, farm finance, marketing, country life, 
and a national agricultural policy, demand the attention of the keen- 
est minds and the best judgment the world can afford. It is the duty 
of the men of the American Farm Economic Association to take the 
lead in the solution of these problems. If we sit by calmly studying 
the phenomena in a cold scientific way and fail to aid those who are 
demanding action, we will deserve to be called sterile. It is only as 
the results of scientific work make themselves felt in a better life 
that science is justified. The closest relations should exist at this 
time between the workers in the field of farm economics and the 
leaders of organized agriculture. 

ASSOCIATION DUES. 

The annual dues for membership in the American Farm Economic 
Association should be sent to J. I. Falconer, Secretary-Treasurer, 
College of Agriculture, Columbus, Ohio. The membership dues are 
two dollars per year. This amount includes subscription to the 
Journal of Farm Economics. 



